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Cohen
FtipdAuttSeis

MEMBER
LONGBOW SECURITIES LLC

We have audited the accompanying statement of financial condition of Longbow

Securities LLC the Company wholly-owned subsidiary of Longbow Research LLC as of

December 31 2011 This financial statement is the responsibility of the Companys management

Our responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free of material misstatement

An audit includes examining on test basis evidence supporting the amounts and disclosures

in the financial statement An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial

statement presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of Longbow Securities LLC as of December 31 2011 in

conformity with accounting principles generally accepted in the United States of America

5e
February 2012

Westlake Ohio

Cohen Fund Audit Services Ltd 440.835.8500

800 Westpoint Pkwy Suite 1100 440.835.1093 fax

Westlake OH 44145-1524

www.cohenfund.com

Independent Auditors Report

cif
Registered with the Public Company Accounting Oversight 8oard
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STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

CASH AND CASH EQUIVALENTS 5240641

RECEIVABLE FROM CLEARING BROKER 36728

ACCOUNTS RECEIVABLE 338224

PREPAID EXPENSES 309902

OTHER RECEIVABLES 34973

PROPERTY AND EQUIPMENT AT COST

Office equipment 417850

Furniture and fixtures 235215

Leasehold improvements 90716

743781

Less Accumulated depreciation and amortization 482328 261453

6.221921

LIABiLITIES

ACCOUNTS PAYABLE AND ACCRUED EXPENSES 411385

ACCRUED PAYROLL 2372436

2783821

COMMITMENTS

MEMBERS EQUITY

MEMBERS EQUITY 3438100

6.221.921

The accompanying notes are an integral part of this statement
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NOTES TO THE FINANCIAL STATEMENT

ORGANIZATION

Longbow Securities LLC the Company is broker-dealer registered with the Securities

and Exchange Commission SEC and the State of Ohio and twenty-two other states

and is member of two self-regulatory organizations the Financial Industry Regulatory

Authority FINRA and NYSE Arca Equities Inc The Company is wholly-owned

subsidiary of Longbow Research LLC the Parent The Company shall continue in

perpetuity unless it is dissolved or terminated pursuant to its operating agreement or

involuntarily pursuant to any regulatory action

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is an independent equity research firm and conducts all securities

transactions on an agency basis

Cash and Cash Equivalents

At times during the year the Companys cash accounts exceeded the related amount of

federal depository insurance and are concentrated at three separate financial institutions

The Company has not experienced any loss in such accounts and believes it is not

exposed to any significant credit risk

The Company considers financial instruments with maturity of less than 90 days to be

cash equivalents

Restricted Cash

Included in the cash balance is $100000 that is required to be on deposit with the

Companys clearing broker pursuant to its clearing agreement Also the Company has

an irrevocable standby letter of credit with bank that requires $262185 remain in the

Companys bank account at all times

Accounts Receivable

Accounts receivable are uncollateralized customer obligations due under normal trade

terms requiring payment upon receipt of invoice The Company does not accrue interest

on delinquent customer balances Accounts receivable are stated at the amount billed to

the customer Customer account balances with invoices dated over 30 days old are

considered delinquent Payments of accounts receivable are allocated to the specific

invoices identified on the customers remittance advice or if unspecified are applied to

the earliest unpaid invoices
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NOTES TO THE FINANCIAL STATEMENT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Accounts Receivable Continued

The carrying amount of accounts receivable is reduced by valuation allowance that

reflects managements best estimate of the amounts that will not be collected

Management individually reviews all accounts receivable balances that exceed 90 days

from the invoice date and based on an assessment of current creditworthiness

estimates the portion if any of the balance that will not be collected Additionally

management estimates an allowance for the aggregate remaining accounts receivable

based on historical collectibility In the opinion of management at December 31 2011

all accounts receivable were considered collectible and no allowance was necessary

At December 31 2011 account balances that exceeded 90 days amounted to

approximately $12000

Depreciation and Amortization

Depreciation and amortization of property and equipment are provided by the use of the

straight-line method over the following estimated useful lives of the assets

Office equipment years

Furniture and fixtures years

Leasehold improvements Term of lease

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties

primarily include broker-dealers banks and other financial institutions In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The

risk of default depends on the creditworthiness of the counterparty or issuer of the

instrument It is the Companys policy to review as necessary the credit standing of

each counterparty

Income Taxes

The Company is single member LLC and therefore is disregarded entity for the Internal

Revenue Services filing requirements The Company files as part of consolidated

income tax return which includes the activity of the Parent The Parent has elected to be

treated as partnership as defined in the Internal Revenue Code As result no

provision for federal income taxes has been provided however the Company is liable for

certain state and local taxes

The Company recognizes and discloses uncertain tax positions in accordance with

accounting principles generally accepted in the United States of America GAAP As of

December 31 2011 the Company did not have liability for unrecognized tax benefits

The Company is no longer subject to examination by federal and state taxing authorities

prior to 2008
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NOTES TO THE FINANCIAL STATEMENT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in

accordance with GAAP Those estimates and assumptions affect the reported amounts

of assets and liabilities and the disclosure of contingent assets and liabilities Actual

results could vary from the estimates that were used

NET CAPITAL PROVISION OF RULE 15c3-1

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange Act of

1934 the Company is required to maintain minimum net capital balance as defined

under such provisions

The Companys minimum capital requirement is the greater of $5000 or 6%% of aggregate

indebtedness as defined under Securities and Exchange Commission Rule 15c3-

1a1i and 15c3-1a2vi as it does not maintain customer accounts Net capital

may fluctuate on daily basis At December 31 2011 the Company had net capital of

$2231063 which was $2045475 in excess of its required net capital of $185588

In addition to the minimum net capital provisions Rule 15c3-1 requires that the Company

maintain ratio of aggregate indebtedness as defined to net capital of not more than

l5to At December 31 2011theratiowas 1.25 to

EXEMPTION FROM RULE 15c3-3

The Company acts as an introducing broker or dealer promptly transmitting all funds and

delivering all securities received in connection with its activities as broker or dealer and

does not otherwise hold funds or securities for or owe money or securities to customers

The Company operates under Section k2ii of Rule 15c3-3 of the Securities

Exchange Act of 1934 and is therefore exempt from the requirements of Rule 15c3-3

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

In the normal course of business the Companys customer activities involve the execution

settlement and financing of various customer securities transactions These activities

may expose the Company to off-balance-sheet risk in the event the customer or other

broker is unable to fulfill its contracted obligations and the Company has to purchase or

sell the financial instrument underlying the contract at loss
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NOTES TO THE FINANCIAL STATEMENT

COMMITMENTS

Office and Eguipment Lease

The Company leases office space and equipment in Ohio New York and California under

operating leases which expire through June 2016 The Ohio office space lease contains

rent escalation clauses and includes two two-year renewal options Minimum annual

rents for office space and equipment at December 31 2011 are as follows

2012 813819

2013 815804

2014 583097

2015 84728

2016 7693

2305141

Sublease

The Company subleases portion of its leased facility under an agreement expiring in April

2014 The Company entered into an additional sublease agreement set to begin in

January 2012 and expiring February 2015 Minimum annual rents to be received at

December 31 2011 are as follows

2012 100235

2013 100235

2014 56596

2015 5796

262.862

Letter of Credit

The Company maintains an irrevocable standby letter of credit related to its New York office

lease obligation with bank Amounts guaranteed under this facility totaled $262185 at

December 31 2011 This facility expires April 2012 and has two one-year automatic

extensions unless cancelled by the bank

Guarantee

The Company is the guarantor of bank revolver for the Parent The guarantee was made

to assist the Parent in obtaining credit The term of the guarantee is the life of the loan

which expires December 2014 The Company would be required to perform under the

guarantee if the Parent defaulted on the loan The maximum potential amount owed

would be the balance of the loan plus accrued interest The Company would expect the

amount to be reduced by the proceeds of the sale of the Parents collateral During

2011 there were no borrowings on the revolver Subsequent to year end and through

the report date borrowings amounted to $1750000
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